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FRENCH PLAN FOR A SETTLEMENT OF 
REPARATION AND THE INTERALLIED 
DEBTS, JANUARY 2, 1923 


(Translated from L' Europe Nouvelle, January 13, 1923) 


Cruelly as she has been tried by the war, France 
does not wish to withhold her participation in the 
rehabilitation of any of the nations suffering, at pres- 
ent, from the general crisis. Only yesterday, on the 
Austrian question, she gave signal proof of her feeling 
of solidarity. Her ardent wish is to work in close har- 
mony with the Allies, to consolidate peace by the 
execution of the Treaties, and to work for the recon- 
stitution of all the countries vitally affected by the 
events of the last few years. She cannot forget, how- 
ever, that it was Germany who declared war on France, 
who invaded ten French departments and system- 
atically devastated them. She considers that the 
entire reparation of those damages, as decreed by the 
Treaty of Versailles, is an act of elementary justice. 
She is equally convinced that such reparation, an 
indispensable prerequisite for the restoration of 
French finances, is the only logical preparation for 
an economic rehabilitation of Europe. In this spirit 
she submits to her Allies the following plan, which 
the Government of the Republic is ready to justify, 


to define and to develop. 
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The plan requires: 

1. An attempt to solve the reparation problem and 
the question of the interallied debts; 

2. The adoption of a definite policy regarding the 
stabilization of the mark and the reorganization of 
German finances; 

3. Immediate decisions on the subject of the mora- 
torium demanded by Germany, and of the pledges the 
taking of which the French Government consider in- 
dispensable, as much to insure the payments main- 
tained during the moratorium as to prevent a later 
default on the part of the Reich. 


1. REPARATION AND THE INTERALLIED DEBTS 

Germany has requested: 

1. A reduction of her reparation debt; 

2. That this debt be fixed in proportion to her pos- 
sible budget surplus. 

The latter request is obviously inadmissible; Ger- 
many’s budget surpluses depend upon her policy and 
her good faith; past experience does not inspire the 
slightest confidence in the future. The French Gov- 
ernment remind their Allies, in a special note, of the 
incalculable defaults committed by Germany during 
these last months. They are significant, and leave us 
no illusions. 

The French Government declare that tney are not 
disposed to accept any reduction of France’s share in 
the payments due from Germany under the schedule 
of payments.' Indeed, this share, from now on, will not 


1 “Schedule of payments,” as used throughout this document, refers 
to the schedule adopted by the Powers at London on May 5, 192! 
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suffice to cover the costs of pensions and of recon- 
structing the devastated regions. 

A reduction of the German debt cannot, therefore, 
be considered by the French Government unless cer- 
tain of her Allies admit the possibility of a reduction or 
other moderation of theirclaim on Germany by modify- 
ing the percentages and granting priority to reparation 
for the devastated regions: it is not for France to 
prejudice Germany’s other creditors on this point. 

However, as an official document of the English 
Government has indicated their willingness to aban- 
don or to reduce their demands on Germany under 
certain conditions touching on the problems of the 
interallied debts, the French Government believe they 
should define their point of view in this respect. They 
will not mention the origin and significance of these 
debts, but will confine themselves to recalling that 
they were contracted in the interests of a common 
victory, that they constitute a part of the costs of the 
war and that, according to the principles laid down in 
Articles 231 and 232 of the Treaty of Versailles, they 
should yield precedence to the reparation claims. 
The French Government cannot, in equity or in fact, 
pay either the capital or the interest on these debts 
until they have at least been covered by Germany’s 
payments of the costs, incurred or to be incurred in 
reconstructing the devastated regions, these costs 
corresponding obviously to the French share in the 
“A” and “B” bonds. 

If certain of their creditors were disposed to accept 
this method of settlement, the French Government 
would be willing to remit, from now on, out of France’s 
share of the “C” bonds, a nominal sum equal to the 
nominal amount of her debt. 

[7] 
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The French Government declare that they are will- 
ing to cancel the “C” bonds which they would receive 
in payment of the debt due France, if this method of 
settlement is adopted by all the European Powers, 
and if those among them who are the creditor na- 
tions also decide to cancel the “C” bonds to be paid 
them. 

With respect to the method of payment of the 
German debt, as fixed by the schedule of payments or 
as it may be reduced, the French Government are 
of the opinion that the common interests of the Allies 
and of Germany require that payment be assured 
within a shorter period than the one indicated for the 
redemption of the “A” and “B” bonds. 

Consequently, the French Government admit that 
the instalments which Germany may pay, up to a 
date to be decided upon, should be discounted at an 
equitable rate. 

As Germany can effect such payments in appreci- 
able proportions only by means of the proceeds of 
external loans, the French Government consider that 
the Allied Governments should favor the issue of 
such loans by all the means in their power. 

They believe, finally, that such loans will be pos- 
sible in the near future; securities may be found now 
in Germany for limited loans and the application of 
those securities could be effectively controlled by the 
Committee of Guarantees, with whom would be asso- 
ciated representatives of the countries participating 
in the loan, according to the provisions of Article 6 
of the schedule of payments. 

Extensive “mobilization” of the German debt can- 
not be obtained, however, until order has been re- 
stored in Germany’s finances, under the terms and 
under the control indicated in the following chapter. 
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2. REORGANIZATION OF GERMANY’S FINANCES 


The French Government believe that a plan for 
reorganizing Germany’s finances should include the 
following essential articles: 

A—(1) Elaboration by the German Government 
of a plan to stabilize German money, subject to the 
approval of the Reparation Commission, requiring 
no interference with the course of exchange other than 
is necessary to keep the external value of the mark at 
the rate established at the outset, until the internal 
value of the money descends to a level approaching a 
constant external value. 

(2) Immediate measures to be taken to restore the 
equilibrium of the German budget and to maintain 
that equilibrium by introducing progressively in the 
expenditures the credits necessary for Germany to 
pay off her reparation debt. 

(3) The Reichsbank to discontinue discounting 
Treasury bonds from the time the plan of stabiliza- 
tion is put into effect; the requirements of the Reich 
which could not be provisionally covered by normal 
revenues would be provided for by means of internal 
gold loans. , 

(4) Reinforcement of the provisions necessary to 
prevent the export of capital from Germany and the 
hoarding of foreign currency in Germany. 

B—Organization of a controlling authority to ap- 
ply the preceding provisions, by the Committee of 
Guarantees, under the following conditions: 

(a) A complete plan of legislative and administra- 
tive measures shall be drawn up by the German Gov- 
ernment, in agreement with the Reparation Commis- 
sion. The German Government shall undertake to 
present this plan to the Reichstag immediately and, 


LQ] 





das 








———————————————————— 


| 


156 


so far as is necessary, to legislatures of the German 
States, which will uphold it and agree not to modify it 
except with the consent of the Committee of. Guar- 
antees. 

(6) The Committee of Guarantees shall be author- 
ized to follow the execution of the plan, and particu- 
larly to know at all times, in detail and at every step, 
the state of the financial administration of the Reich 
and of the States; for this purpose the Committee may 
have recourse to any means of investigation they 
may consider necessary; they may forbid all expendi- 
ture they judge inopportune and prescribe any in- 
crease of revenue which they deem possible and proper 
to permit Germany to meet the reparation charges; 
they shall exercise, over the Reichsbank and all other 
organizations taking part in the modification of Ger- 
many’s financial régime, the control necessary to 
ensure the execution of the plan of reform approved 
by the Reparation Commission. 

(c) If the plan indicated above is not voted upon 
within the period fixed by the Allied Governments, if 
the obligations outlined have not been undertaken or 
have not been kept, if, finally, the German Govern- 
ment should not conform immediately to the injunc- 
tions of the controlling authority, such failure will 
constitute 7pso facto a voluntary default in the sense 
of paragraphs 17 and 18 of Annex II to Part VIII 
of the Treaty of Versailles, and all the penalties in- 
dicated in Chapter 4 herewith shall immediately and 
automatically become operative. The Allied Powers 
shall agree in advance among themselves to give in- 
structions to that effect to their delegates on the Rep- 
aration Commission. 

(d) The final clause of Article 7 of the schedule of 
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payments according to which “the Committee of 
Guarantees is not authorized to interfere in the Ger- 
man Administration” shall not be considered as an 
obstacle to applying the preceding provisions; it 
must be well understood that the above-mentioned 
stipulation signifies only that the Committee of Guar- 
antees may not substitute themselves for the German 
administrative services and assume their direction. 

(—Transference of the seat of the Committee of 
Guarantees to Berlin, the Committee to be joined 
by representatives of the countries participating in 
the loans, as soon as external loans shall have been 
issued. 

3. MORATORIUM AND PLEDGES 

The French Government believe that Germany 
should by agreement with her leaders of industry 
make an effort to carry out the schedule of payments, 
and in any case the moratorium requested by Germany 
is acceptable only on condition that it shall not cover 
all the payments due by Germany, and that it be 
counterbalanced by taking certain pledges. 

I. EXTENT AND DURATION OF THE MORATORIUM. 
lhe French Government are not willing to consider a 
moratorium extending over more than two years; 
they consider that even that period should not be 
granted or maintained unless Germany makes the 
indispensable effort to rehabilitate her finances, in 
agreement with the Reparation Commission, and 
unless she takes the steps necessary to secure loans 
designed: (1) in part to facilitate the restoration of 
Germany’s budget equilibrium and the stabilization 
of the mark; (2) the balance to be used, from the out- 
set of the moratorium period, to begin the amortiza- 
tion of her capital debt. 
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As regards the extent of the moratorium, the French 
Government believe that it will be possible to maintain: 

(1) Payment of the costs of the armies of occupa- 
tion as fixed by the arrangement of March 11, 1922, 
the costs of the Interallied High Commission on 
Rhenish Territories, and of the Commissions on Mili- 
tary and Naval Control; 

(2) Cash payments under the conditions herein- 
after indicated; 

(3) Deliveries in kind under the conditions indi- 
cated in the Treaty and the agreements now in force; 
the other obligations (clearing offices, restitutions, 
ete.), which the treaties and conventions impose on 
Germany, shall be carried out under the conditions 
now governing them. 

Il. PLEpGEs. But as the last three years have 
shown that it is impossible to have any confidence in 
Germany’s execution of her obligations, the French 
Government regard the taking of pledges as indispen- 
sable and consider that the realization of the pledges 
hereinafter indicated will not exceed Germany’s capac- 
ity to pay, and is not of a nature to impede the re- 
habilitation of Germany’s finances. 

These pledges will be taken: 

(1) To ensure the execution of the moratorium 
conditions, as much with respect to the rehabilita- 
tion of German finances as to the restricted payments 
indicated during this period; 

(2) In order to guarantee the continuation and ex- 
tension of these payments to the Allied Powers at 
the end of the moratorium period, if at that time Ger- 
many has not taken the measures necessary to dis- 
charge her debt in a normal manner. 

If loans of sufficient extent are raised by Germany 
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during the moratorium and placed at the disposal of 
the Reparation Commission to pay off the capital of 
the German debt, it would be possible to consider 
leaving at Germany’s disposal the cash produced by 
the pledges and either a part of the deliveries in kind 
or their equivalent on the amount of the loans. 

But the French Government believe that all neces- 
sary steps should be taken to ensure immediately the 
productivity of the pledges it is proposed to take, and 
to render active the organization to be created, as 
circumstances may require. 

The detailed plan provides for the taking of definite 
pledges; the French Government, however, have 
drawn up this plan in such manner as to avoid, as 
far as possible, any further military occupation, except 
in case Germany should not conform strictly to all the 
stipulations imposed by the plan, in which case the 
penalties indicated in Chapter 4 hereinafter will 
automatically become operative. In this respect the 
Allied Governments shall agree absolutely among 
themselves either to apply the penalties in common or 
to raise no objection to their being applied by one of 
them acting alone. 

The French Government are moreover convinced 
that if their Allies accept this plan and collaborate in 
imposing it upon the German Government, there will 
be no serious obstacles in the way of its application, 
and all movements of troops in unoccupied territories 
will be rendered unnecessary. 

Detailed explanations will be furnished regarding 
the following articles of the plan, of which a brief 
résumé is here outlined: 

1. Pledges to Ensure the Delivery of Payments in 
Kind. 
[13] 
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(a) Coal—An interallied mission of control, com- 
posed of engineers, of which the president is to be 
French, and in which the votes shall be divided in 
proportion to the coal deliveries due the interested 
Powers, shall be sent to Essen, furnished, by coopera- 
tion of the German Government, with the powers 
necessary to supervise the work of the Kohlensyndicat, 
and to ensure, by means of orders given by the presi- 
dent either to the Kohlensyndicat or to the German 
transportation services, the strict application of the 
plans fixed by the Reparation Commission. The Inter- 
allied High Commission on Rhenish Territories shall 
be empowered to issue orders in the Ruhr district for 
the execution of the provisions adopted by the mission. 

(6) Wood—Germany will be notified that the Allied 
Governments reserve the right to adopt measures 
necessary to make supplementary cuts for their pro- 
fit in the public and private forests of the occupied 
territories. 

For that purpose authority will be given the Inter- 
allied High Commission on Rhenish Territories to 
ensure that timber cutting shall proceed under their 
direction. 

(c) In case the deliveries in kind required of Ger- 
many (material or materials for construction, azote, 
etc.) are not made within the periods indicated in the 
protocols, requisitions might be made up to the 
amount lacking in the deliveries, by order and under 
the control of the Interallied High Commission on 
Rhenish Territories. These requisitions may be made 
either in the occupied military territories or in the 
Ruhr. 

2. Pledges to Ensure Cash Payments and Payments 
in Kind Concurrently. 
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(a) The collection of foreign currency on German 
exports coming from territories now occupied and from 
the Ruhr Bastin. 

This collection would be made to guarantee a means 
whereby the Allies could collect considerable sums in 
cash, on the one hand, and on the other hand con- 
trol, with a precision the Committee of Guarantees 
has so far been unable to obtain, the terms under 
which licenses are delivered and particularly the exact 
payments to be made by the exporters. 

This might be accomplished through the Committee 
of Bad Ems, for the territories of the left bank, and, 
for the Ruhr Basin, either by extending the authority 
of the Committee of Bad Ems to cover the Ruhr 
Basin or by forming a similar committee at Essen to 
which, under an order to be issued by the Interallied 
High Commission on Rhenish Territories, the export- 
ers would apply to obtain their export licenses. 

Licenses will be delivered by authority of the Inter- 
allied High Commission on Rhenish Territories, which 
will fix the proportion of foreign currency to be paid 
by the exporters to a bank agreed upon by the Com- 
mission in exchange for authorization to export. 

The Commission will make certain, byclose observa- 
tion of goods in transit when necessary and by inves- 
ligation in particular cases, that German exporters 
apply to the authorities above indicated for their ex- 
port licenses, and not to similar offices functioning in 
unoccupied territory. 

Cases of fraud will bring about the application of 
pecuniary or personal penalties to be pronounced in 
principle by military tribunals which will, as far as 
possible, delegate their authority to German tribunals. 
Chis method of control, if established in common by 
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the Allies, could function without further military 
occupation and without the establishmen't of a cus- 
toms frontier on the east. 

The total proceeds of these levies may be estimated 
at the equivalent of about 400 million gold marks 
yearly. 

(b) Seizure of the customs of the present occupied 
territories, and the principal customs offices of the Ruhr. 

Despite the objections that have been urged, the 
French Government persist in thinking that it is 
desirable to restore the economic régime established 
by the Conference of London in March, 1921. How- 
ever,in the face of the opposition manifested by certain 
of their Allies, the French Government, in the case of 
pledges taken in common, would be disposed to accept 
the following procedure: 

The Interallied High Commission on Rhenish Ter- 
ritories will receive authority to ensure, under their 
orders, the collection of customs duties at the western 
frontier of the occupied territories, and within the 
customs zones of the occupied territories in the Ruhr. 

The Commission will be qualified to fix the propor- 
tion of the export taxes to be payable in ratable cur- 
rency, the balance to be paid the Commission in paper 
marks. 

A controlling authority will be organized under the 
orders of the Jnterallied High Commission on Rhenish 
Territories, under conditions similar to those indicated 
in a preceding paragraph, to make sure that export or 
import duties accruing to the territories enumerated 
above have not been paid, in fraudulent evasion of 
the provisions adopted, in the customs zones of un- 
occupied territories or territories not subject to the 
supervision of the Allies. 
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This method of control does not necessitate the 
setting up of a customs belt, properly so called, on the 
east of the occupied territories and particularly in the 
Ruhr Basin. 

The amount to be thus levied may be estimated at 
about 200 million gold marks yearly, of which 150 
are for the occupied territories. If, for instance, 20 
per cent. of the export taxes were collected in ratable 
currency, the proceeds of the pledge would amount to 
20 million gold marks plus, at the present rate, 324 
milliards of paper marks. 

(c) Seizure of the coal-tax (Kohlensteuer) in the occu- 
pied territories and in the Ruhr Basin. 

The German Government will be notified that the 
Allied Powers authorize the Interallied High Commis- 
sion on Rhenish Territories to collect, on behalf of the 
Reparation Commission, the coal-tax (Kohlensteuer) 
in the occupied territories and in the Ruhr Basin. 

The payment of a fraction of the tax (30 per cent. 
for instance) would be exacted in foreign currency 
from the mine owners, who would be warned that 
should this condition not be fulfilled the Allied Powers 
reserve the right to deflect an equivalent quantity of 
coal. 

On the basis of results obtained in 1922, the annual 
production of the Ruhr and of the occupied territories 
amounts to about 100 million tons. 

With the present value of coal in the Ruhr as a 
basis, the coal-tax (Koklenstewer) amounts to about 

gold marks per ton; it should then produce the equiv- 
alent of 400 million gold marks, of which 120 are 
payable in ratable currency and_ the balance 
in paper marks, that is, at the present rate, 500 
milliards. 


[17] 








164 


(d) Utilization of the paper marks produced by the 

customs, duties and the coal-tax (Kohlensteuer). 

The pledges taken would give the Allied Powers the 
equivalent, in paper marks, of 460 million gold marks: 
180 for the customs and 280 for the coal-tax (Kohlen- 
sieuer). 

The total, then, which might be expected from the 
net pre ceeds of the pledges under consideration, esti- 
mated in gold marks on the above basis, would reach 
the following amounts: 


1. Complete execution of the Reparation Com- 


mission's plan ol coal deliveries 360,000,000 
2. Timber deliveries 40,000,000 
3 Azote 60,000,000 
}. Foreign currency collected trom exporters 400,000,000 
5. Seizure of export taxes (amount collected in 

foreign currency 20,000,000 


6. Seizure of the _ coal-tax Kohlensteuer 


amount collected in foreign currency 120,000,000 


Total A Dee fe eee 1 ,000,000,000 


Execution of the plan providing for restricted pay- 
ments during the moratorium period would thus be 
guaranteed; the Allied Powers would be enabled, in 
case of a prolonged default on the part of the Reich, 
to increase the amount recovered, by increasing the 
coal-tax (Kohlensteuer) and the amount of foreign 
currency collected either from the coal producers, or 
under the head of export taxes. 

The pledges contemplated might be taken in com- 
mon by the Allies using only economic means of con- 
trol without the intervention of military forces. 

Finally, the pledges selected would have the advan- 
tage, thanks to the method conceived of organizing 
their exploitation, of permitting strong pressure on 
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German industry which has so far presented the main 
obstacles in the way of executing the Treaty of Ver- 
sailles, which has favored the exporting of currency 
and of gold, and which has profited considerably by 


the present situation in Germany. 


4. PENALTIES 


Should the German Government refuse to carry 
out this plan, and particularly should they fail to 
adopt all the legislative and administrative measures 
judged necessary and prescribed by the Reparation 
Commission, by the Interallied High Commission on 
Rhenish Territories, or by the interallied mission of 
engineers for an execution of the plan, such failure 
would render operative, immediately and automat- 
ically, the following penalties: 

(1) Military occupation of the districts of Essen 
and Bochum and of all that section of the Ruhr Basin 
designated by Marshal Foch; 

(2) The establishment of a customs frontier on the 
east of all the occupied territories. 

This without prejudice to the observation that has 
been made several times by the French Government 
that all failures to carry out the Treaty of Versailles 
have so far and will in future result in postponing the 


date of evacuating the occupied territories. 
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II 
BRITISH PLAN FOR GENERAL SETTLEMENT 
OF REPARATION AND EUROPEAN 
INTERALLIED DEBTS, 
JANUARY 2, 1923 


(Reprinted from an official British text of the plan.) 


REPARATION 


The following plan has been prepared as a complete 
and final settlement of reparation and European | 
interallied debt. 

The German obligations under the Peace Treaty 
are fixed by the plan at: 

Nil for four years (apart from certain deliveries in 
kind for which credit is to be given against future 
payments). 

2 milliard gold marks (£100,000,000) per annum for 
the next four years. 

2% milliard gold marks (£125,000,000) per annum 


for the following two years. 

After ten years 3% miulliards (£166,000,000) or 
such smaller sum (not less than 2% milliards) as may 
be fixed by an impartial tribunal. 

If the supervising authority provided for below 
decides unanimously that the state of German 
finances before the end of the initial period of four 
years is such that cash payments for reparation can 
be made, it will have power to antedate the com- 
mencement of the annual payment of 2 milliards by 
such period not exceeding two years as it may see fit 
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and to make such adjustments in respect of future 
payments as it may deem to be equitable so as to 
secure that the total liability shall not be increased. 

The obligations take the form of 5 per cent. bonds 
redeemable at call by the German Government—at 
the outset on easy terms, gradually rising to par at 
the end of thirty-two years. 

The bonds are divided into two series, Series One 
representing the fixed payment (rising to 2% mil- 
liards per annum), Series Two representing the addi- 
tional payments over and above 2% milliards per 
annum from the eleventh year onwards. 

There is no sinking fund, but redemption, more 
especially in the earlier years, is permitted upon such 
liberal terms that the saving in annual interest on 
the bonds redeemed will, if German credit is reestab- 
lished, be sufficient to cover both interest and sinking 
fund on German loans raised in the market for re- 
demption purposes. 

[his arrangement gives Germany a strong induce- 
ment to raise such loans as soon as possible, since she 
will thereby convert a perpetual into a terminable 
obligation without increase of the annual charge and 
also substitute a normal foreign debt to private bond- 
holders for her present obligations to foreign govern- 
ments. 

[he bonds provided for in the scheme are not in- 
tended either to be issued to the public or placed on 
the market. They are to serve merely as accounting 
machinery. The “mobilization” of the German 
reparation debt is to be effected by loans raised by 
Germany from the public, the proceeds of which would 
be applied to the redemption of the original bonds. 

In order to give Germany a real chance of restoring 
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the budget equilibrium and stabilizing the mark it is 
absolutely essential that she should be given complete 
freedom from payments in foreign currencies during 
the initial period, and that deliveries in kind (except 
in so far as the receiving countries may be willing to 
pay cash for them) should be reduced to a minimum. 

[It will, however, be necessary that the deliveries on 
reparation account of coke to France, coal to Italy, 
and possibly dyestuffs, should be continued, though 
upon a reduced scale, even during this initial period. 
The precise quantities can only be settled by negotia- 
tion. 

In the event of the plan proving successful it is 
highly probable, however, that Germany would 
herself seek to increase her deliveries in kind in the 
early years to a maximum, in view of the liberal terms 
on which the value is applied to the cancellation of 
her debt. 


This plan would be offered to Germany on condi- 


hat she undertakes: 


tion t 

1. To stabilize the mark in accordance with the 
recommendations contained in the majority report of 
the foreign experts consulted by the German Govern- 
ment in November last, and to restore budget equi- 
librium with limits of time to be prescribed (say, six 
months for the stabilization and two years for the 
budget reform). 

2. To accept such financial supervision as may be 
deemed by the Allied Powers to be necessary to see 
to the punctual carrying out of these reforms. (See 
Schedule “B”). 

3. To submit, in the event of her failing to satisfy 
the supervising authority that condition (1) is being 


observed, or failing to discharge her obligations as 
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now revised, to any measures which the Allied Powers, 
upon a report of such failure from the supervising 
authority, may unanimously decide to be necessary, 
including forcible seizure of German revenues and 
assets and military occupation of German territories 
outside the existing zone of occupation. 


INTERALLIED DEBTS 


The following proposals are put forward for dealing 
with interallied debts upon the understanding that 
the above reparation plan is accepted, and all pro- 
posals for the taking of pledges (“gages”) and applica- 
tion of sanctions (otherwise than as provided for in 
the above plan) are abandoned: 

1. Gold deposits now held by Great Britain as 
security for interallied debts are to be applied toward 
the reduction of these debts. 

2. The first series of German bonds to be received 
by France in respect of the Belgian war debt, and 
114 milliards of the first series of bonds to be received 
by Italy in respect of her share of reparation, are to 
be transferred to Great Britain. 

3. The balance of the net debts owing as between 
European Allies in respect of advances! for the pur- 
pose of carrying on the war is to be entirely written 
off, all counter-claims being abandoned, on condition 
that the debtors transfer their interests in the second 
series (contingent) bonds to a pool for distribution to 
those Powers which are indebted to the United States 
of America in proportion to their respective American 


debts. 


I talus quo would not be interfered with as regards inter- 





The governing principles of the plan are: 


1. To fix a minimum German liability, which is 
within recent estimates which have been made by 
financial experts of German capacity, and a supple- 
mentary liability which is prima facie not unduly 
onerous, but which can be reduced or cancelled by an 
impartial tribunal if it should prove in the event to 
be excessive. 

2. To substitute for the present fixed obligations 
of the European Allies to Great Britain arrangements 
under which all except a small percentage (which 
would be accepted in the form of a transfer of Ger- 
man obligations) would be remitted, but under which 
the contingent German payments in excess of the 
fixed minimum would be available for discharging 
European debts to America generally. 

3. To give attractive terms to Germany for the 
early redemption of the annual payments by antici- 
pation. 

The primary obligation of Germany is put into the 
form of 50 milliard gold mark thirty-two-year bonds 
bearing no interest for four years, 4 per cent. for the 
next four years and 5 per cent. thereafter. No pro- 
vision is proposed for a sinking fund, but the bonds 
can be redeemed on terms which, if German credit 
recovers, will enable the interest and sinking fund on 
the loans required for redemption to be met out of the 
resultant saving on interest on the bonds. 


Germany is thus given a double inducement to 


borrow from the public to redeem the original bonds.’ 


> These are not intended for issue to the public, but merely as 


ecurity for the annual payments and as counters for purposes 
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(a) She frees herself from her direct liability to the 
Allied Governments. 

(b) She substitutes without additional cost a ter- 
minable for a perpetual liability. 

[The merits claimed for the plan are that its adop- 
tion will make the restoration of German credit pos- 
sible and lead to the recovery of very substantial 
sums for reparation, while persistence in the policy of 
attempting to enforce impossible claims will end in the 
destruction of the créance altogether. 

The present value of the primary obligation under 
the plan cannot be precisely estimated owing to the 
redemption options. 

If the adoption of the plan led to a rapid revival of 
German credit and Germany were able, by raising 
loans, to pay off the whole of the fixed annuity in the 
first few years, the present value might not be more, 
and might possibly be even less, than 30 milliards. 

But if this happened the Allies would have actually 
received this 30 milliards and Germany would un- 
doubtedly be in a position to pay for the service of the 
second series of bonds when they fall to be created 
ten years hence, and redeem that series also very 
rapidly. In that event this second series would be 
worth at least its present value on the 6% per cent. 
table—7.4 milliards—so that on this supposition the 
whole indemnity would have been collected in twelve 
or fifteen years (mainly in the first ten) and a present 
value of over 37 milliards realized. 

On the worst assumption that no German loans 
become possible either now or in the future, that the 
second series of bonds has to be cancelled altogether 
and Germany merely pays the interest on the first 
series as a perpetual annuity beginning four years 
| 


{2 


on 





hence at 2 milliards and rising four years later at 2% 


7 


milliards, the present value on the 5 per cent. table is 
39% milliards. 

The burden on Germany (which will be reduced if 
she raises redemption loans on favorable terms) covers 
all financial liabilities under the Treaty. 


PLAN FOR GENERAL SETTLEMENT OF REPARATION 


AND EUROPEAN INTERALLIED DEBTS REPARATION 


1. The existing German bonds of Series “A,” “B” 
and “C” to be cancelled and the schedule of payments 
annuities to be reduced to the amounts required year 
by year to provide the interest payable on the new 
bonds to be issued under paragraph 2. 

2. Germany to issue to the Reparation Commission 
new bonds, to be divided into two series: 

(a) First series bonds to the amount of 50 milliard 
gold marks to be issued forthwith repayable at par 
on December 31, 1954, and bearing interest at the 
rate of 5 per cent. per annum payable half-yearly; the 
interest to be suspended in its entirety for the first 
four years (until January I, 1927), and to the extent 
of I per cent. per annum for the next four years (until 
January I, 1931). 

h) Second series bonds to the amount of 17.31 
milliard gold marks (being the amount of the deferred 
interest on the bonds of the first series compounded at 
5 per cent. to April 1, 1933), or such lesser amount (if 
any) as the Arbitral Tribunal provided for in para 


graph 3 may determine, to be issued on April I, 1933, 


repayable at par on March 31, 1965, and bearing inter- 


est at 5 per cent. per annum payable half-yearly. 


[ 26 ] 











173 


If at any time before January I, 1927, the supervis- 
ing. authority provided for in paragraph 11 decides 
unanimously that the condition of German finances 
is such that cash payments for reparation can be com- 
menced, Germany to pay in cash such sums as the 
authority may prescribe in each of the calendar years 
1925 and 1926, not exceeding 2 milliard gold marks 
in either year. 

Any such payments to be applied to the cancella- 
tion of first series bonds at redemption price or other- 
wise in reduction of the aggregate liability under the 
preceding paragraph as the supervising authority 
may direct. 

3. If before April 1, 1933, Germany proves to the 
satisfaction of an Arbitral Tribunal that the payments 
required to meet the interest upon the second series 
of bonds exceed her capacity, her obligation to issue 
such bonds to be cancelled in whole or in part as the 
tribunal may decide. 

The Arbitral Tribunal to be appointed upon applica- 
tion by the German Government, to be made not 
later than October 1, 1932, and to consist of one per- 
son nominated by the Reparation Commission, one 
person nominated by the German Government and a 
third by agreement between the other two, or, in 
default of agreement, by the President of the United 
States of America. 

4. The bonds issued and to be issued under para- 
graph 2 to be accepted by the Allied Governments in 
commutation of all financial liabilities of the German 
Government remaining undischarged on December 
31, 1922, under the Treaty of Versailles to Powers 
which have ratified that Treaty, including all liabil- 
ities under agreements with particular Powers in com- 
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mutation of treaty obligations, but excluding the 
Treasury bills issued to Belgium in respect of the last 
five instalments of the cash payments due in 1922. 

Germany to pay at maturity the bills issued to Bel- 
gium in respect of the first two of these five instal- 
ments, those issued in respect of the remaining three 
instalments to be cancelled and the amounts thereof 
recredited to Belgium. 

Treaty obligations to make deliveries of coal, dye- 
stuffs, timber, etc., to continue, subject to the vari- 
ous conditions in regard to quantities and prices laid 
down in the Treaty. Such deliveries (in so far as they 
may exceed new annual maxima to be agreed) to be 
paid for by the respective receiving Powers in cash, 
unless otherwise agreed between Germany and the 
Power concerned. All deliveries within the new 
annual maxima, or which may be made the subject of 
such special agreement, to be paid for by the receiving 
Power by set-off against the interest receivable upon 
the bonds, held by it, or (until such interest payments 
have begun or in so far as they may be insufficient) by 
surrender at redemption price of bonds for cancellation. 

5. Germany to have the right to redeem bonds of 
the first series as on any interest date after June 30, 
1923, at the price shown in Schedule “A”. 

As soon as, but not before, the first series of bonds 
has been redeemed, Germany to have the right to 
redeem bonds of the second series as on any interest 
date at a discount of 38 per cent. for each unexpired 
half-year. 

Redemption of both series at more favorable rates 
to be permissible by agreement between Germany and 
the respective Powers interested subject to the ap- 


proval of the Reparation Commission. 
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The bonds to be negotiable as between the Govern- 
ments of the Powers to which they are issued and as 
between these Governments and the Reparation Com- 
mission, but not otherwise, except with the specific 
sanction of the Reparation Commission? Redemption 
to be effected by direct agreement between the Ger- 
man Government and the respective bondholders. 
In default of agreement, redemption money may be 
paid to the Reparation Commission, who will call up 
bonds for redemption in Spa Agreement percentages.‘ 

6. Eighty per cent. of the bonds of the first series 
to be distributed forthwith to the Powers entitled to 
reparation in the Spa Agreement percentages. 

The remaining twenty per cent. to be retained by 
the Reparation Commission as a reserve for adjust- 
ment of accounts between Powers and for the pay- 
ment of miscellaneous treaty charges as provided 
below. 

7. Belgium to discharge her existing debit in re- 
spect of her priority adjusted in accordance with 
paragraph 4 by surrender to the Reparation Commis- 
sion reserve of bonds of the first series to a face value 
equal to the amount of the debit plus 26% per 
cent.” 

‘The intention is that these bonds should in no case be placed 
he market, the “mobilization” of the German debt being effected 


exclusively by the flotation of German loans to effect the redemption 
f the original bonds. The exception is introduced to provide for the 





igency of the United States Government agreeing to accept 

the bonds in payment of debts owing to the United States. 
4“The percentages which the Allies are entitled to receive from 
Germany have not been modified since the Spa Conference, when it 
was agreed that France should receive 52 per cent., the British Em- 
pire 22, Ital) », Belgium 8, and the other Allies 8.” Monthly Circular 
of the Labour Research Department, February 1, 1923.—The Editor. 
The present value of the bonds on the 5 per cent. table being 
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Belgium to waive her claims to priority of payment 
over other Powers in so far as they have not already 


been met. 

8. The United States (subject to the consent of 
that Power), Great Britain and France to receive out 
of bonds of the first series retained as a reserve by the 
Reparation Commission amounts to a face value equal 
to their respective credits arising out of the last para- 
graph of Article 232 of the Treaty (Belgian war 
debt). 

g. All other outstanding debits and credits as 
between Powers entitled to reparation and the Repara- 
tion Commission to be cleared as on January I, 1923, 
by transfer of bonds of the first series at redemption 
price. Debits to be adjusted by transfer from the 
debtor Power to the Reparation Commission reserve 
and credits by transfer from the reserve to the creditor 
Power. 

10. As from January I, 1923, costs of armies of 
occupation and clearing office and other miscellaneous 
charges up to such amount per annum as the Repara- 
tion Commission may approve, except in so far as 
they can be met from cash accruing to the Reparation 
Commission reserve in respect of interest on bonds in 
that reserve, to be discharged by transfer of bonds at 
redemption price from the Reparation Commission 
reserve to the Powers entitled to the payments. Any 
bonds remaining in the reserve when its liabilities 
have been liquidated to be distributed to the various 
Powers entitled to reparation in the Spa Agreement 
percentages. 

11. Germany to agree: 

(1) To stabilize the mark in accordance with the 
recommendations contained in the majority report of 
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the foreign experts consulted by the German Govern- 
ment in November last, and to restore budget equi- 
librium with limits of time to be prescribed (say, six 
months for the stabilization and two years for the 
budget reform). 

(2) To accept such financial supervision as may 
be deemed by the Allied Powers to be necessary to 
see to the punctual carrying out of these reforms. (See 
Schedule “B”). 

(3) To submit, in the event of her failing to satisfy 
the supervising authority that condition (1) is being 
observed, or failing to discharge her obligations as 
now revised, to any measures which Allied Powers, 
upon a report of such failure from the supervising 
authority, may unanimously decide to be necessary. 
Such measures may include the forcible seizure of 
German revenues and assets and the taking over of 
German fiscal machinery and the military occupation 
of German territories outside the treaty occupation 
area. 

12. All loans raised by Germany in the national 
market of any Power which is a holder of any of the 
bonds to be applied to the redemption of bonds held 
by that Power, unless and except to such extent as 
the Government of that Power may otherwise 
agree. 

In order to facilitate the provision of funds 
for the restoration of the devastated regions of 
France, Great Britain to agree that 50 per cent. of 
any German loans raised on the British market 
before January I, 1927, which would otherwise 
be applied to the redemption of bonds held by Great 
Britain, shall be applied to the redemption of bonds 
held by France. 
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EUROPEAN INTERALLIED DEBTs ® 


13. The deposits of gold which are held by Great 


Britain as security for loans made to France and Italy 


for the purpose of carrying on the war, to be applied 
forthwith toward the repayment of these loans. 

The French share of the German bonds applicable to 
the repayment of Belgian war debt to be transferred to 
Great Britain and accepted by her as satisfaction of an 
equal amount of the French debt to Great Britain. 

One and a half milliards first series German bonds 
to be transferred by Italy to Great Britain and ac- 
cepted by Great Britain in discharge of an amount 
of the Italian debt to Great Britain equal to the face 
value of the bonds. 

The balance of the French and Italian war debts 
to Great Britain to be written off; all counter-claims 
by France and Italy at the same time being abandoned. 

The Italian debt to France to be written off. 

Great Britain and France to transfer to the Repara- 
tion Commission as trustees the net war debts owing 
to them by Serbia, Roumania, Greece and Portugal 
to be dealt with as provided below. 

On April 1, 1933, the bonds of the second series to 
be distributed as follows: 


: *These proposals for dealing with interallied debts are put forward 
i upcn the understanding that the above reparation plan is accepted 
and all proposals for the taking of pledges (“gages”) and application 
of sanctions (otherwise than as provided for in the above plan) ar 
abandoned 


2 
5 








Great Britain 


France gi ae Aber 
Italy . a The aggregate Spa Agreement 
Any other Powers | percentages of these Powers. 


which may accept 
the arrangements 


referred to below 


Belgium 


Japan 

\ny other Powers Their respective Spa Agree- 
which may not ment percentages. 
accept those ar 


rangements 


The aggregate share assigned to the first-mentioned 
group of Powers to be divided in proportion to the 
respective debts of these Powers to the United States 
in respect of war advances, as on April I, 1922. 

Powers other than Great Britain, France and Italy 
which are indebted to America to have the option of 
coming into the above arrangement and having their 
debts to European Allies written off or of discharging 
their European interallied debts and retaining their 
Spa Agreement’ percentages of the second series 
bonds. 

Portugal, who is indebted only to Great Britain, 
to have the option of ceding her interest in the second 
series bonds to be dealt with as part of the joint share 
and having her debt cancelled, or of discharging her 


7In the event of Serbia opting not to come into the group, her 
debts to France and Great Britain should, on transfer to the Repara- 
tion Commission, be written down by the amounts necessary to 
give her the compensation provided for in the Serbo-Franco-British 
percentage agreement of June 20, 1921—say the equivalent in French 


francs of 70 per cent. and the equivalent in sterling of 30 per cent. 





4 250 million gold marks. 
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debt and retaining her Spa Agreement percentage of 


the second series bonds. { 
Any payments made in respect of uncancelled 
European interallied indebtedness to be invested by 
the Reparation Commission in German bonds, such 
bonds to be retained by the Reparation Commission 
until April I, 1933, and then to be distributed among 
the group of Powers first mentioned above in the | 
same proportions as the second series German bonds. 
14. Powers to which a remission of debts is granted 
by Great Britain under paragraph 13 to agree to sup- 
port any proposals made by Great Britain for mitigat- 
ing the liabilities of ex-enemy Powers other than 
Germany under the Treaties of St. Germain, Trianon 
and Neuilly. | 
SCHEDULE “A” 
Redemption Prices of First Series Bonds 
Interest date Price 
December 31, 1923 50 
June 30, 1924 53 
December 31, 1924 56 
June 30, 1925 59 
December 31, 1925 62 
June 30, 1926 65 
December 31, 1926 68 
June 30, 1927, to December 31, 1930 69 
Rising by 1 point per half-year to 76 
June 30, 1931, to maturity (December 31, 1954 7¢ 
Rising by % per half-year to par at maturity 
Note. The scale allows redemption on an 8 per cent. basis at 
start idually falling to a 5 per cent. basis at the end of 
wo-year period, 
| 
| 
| 
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The following examples show the annual saving in 
the interest charge for future years, resulting from 
redemptions effected at particular dates: 

Annual interest sav- 
ing on bonds can- 
celled by each 100 
gold marks’ cash 
applied to redemp- 


tion 
1927-30 There 
after 

Redemption at 50 on December 31, 1923 8 10 

Redemption at 56 on December 31, 1924 7.14 5.93 
Redemption at 62 on December 31, 1925 6.45 8.06 
Redemption at 68 on December 31, 1926 5.88 7.35 
Redemption at 76 on December 31, 1930 ey 6.58 
Redemption it 80 on December 21, 1934 i 6.25 


The schedule is arranged so as to enable Germany, 
if her credit is reestablished, to provide interest and 
sinking fund on loans raised for redemption out of the 
saving effected on the interest of the cancelled bonds, 
and to give special inducements for redemption in the 
earlier years. 

SCHEDULE “B” 
Supervision of German Finance 

It will be necessary to establish machinery for 
effective supervision of German financial legislation 
and administration on behalf of the Allies at any 
rate until the time when the new arrangements have 
come into full operation and Germany is regularly 
discharging her reparation obligations. 

It is proposed that a Foreign Finance Council 
should be set up with its seat in Berlin. 

The Council will consist of persons appointed by 


] 
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Great Britain, France, Belgium and Italy with two 
other members of American and neutral European 
nationality respectively. The German Finance Minis- 
ter will be ex officto chairman (without a vote except 
in the case of equality of votes), and will be required 
by law to act on the Council’s advice in regard to all 
matters affecting: 

1. Currency legislation. 

2. The budget, fiscal legislation and public ex- 
penditure. 

3. General Treasury administration. 

4. Financial prohibitions, control of foreign remit- 
tances, etc. 

This, of course, means a considerable measure of 
interference with German democratic independence 
in matters of finance, but such interference is the 
inevitable concomitant of any method of effective 
supervision or control. 

The association of the Finance Minister with the 
Council seems to be the only method by which foreign 
interference can be squared with the democratic ma- 
chinery. 

As regards the powers of the Council the main 
object to be aimed at is to leave German administra- 
tion as far as possible in German hands, and avoid 
direct responsibility for initiative in regard to details 
in the matter of legislation. 

It is desirable to give the Council very wide powers, 
but also wide discretion as to both the manner in 
which, and the extent to which, they are to be used. 

It is not practicable to lay down beforehand any 
rigid rules in regard to such matters as the further 
degree of expansion of the note issue which can be 


permitted or the further increase which may be 
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allowed to take place in the floating debt—still less 
to insist on the raising of loans—the possibility of 
which depends on finding lenders. 

Whatever form of local control may be decided 
upon, it should be responsible and independent, 7. e., 
not subject to a Reparation Commission sitting in 
Paris. 

It will be necessary to provide that the German 
Foreign Finance Council should sit without the 
German Finance Minister whenever occasion requires 
to exercise the executive powers at present possessed 
by the Reparation Commission and by the existing 
Committee of Guarantees. 

If the Reparation Commission is retained at all it 
should be as a purely judicial body with such changes 
of constitution as may appear desirable. 

The special powers of the Foreign Finance Council 
should expire on December 31, 1928, but the Allied 
Governments should have power by unanimous de- 
cision to renew them for a further period or periods, 
if they deem such renewal necessary. 

After the expiry of the special powers, the Council 
will cease to sit under the chairmanship of the German 
Finance Minister, but will continue to exercise the 
powers which have been transferred to it from the 
Reparation Commission and the ,Committee of 


(,uarantees. 
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ITALIAN PLAN FOR A SETTLEMENT OF 
REPARATION AND THE INTERALLIED 
DEBTS, JANUARY 2, 1923} 


(Translated from L’Europe Nouvelle, January 13, 1923) 


Before leaving for London I took the liberty of 
asking to know the plan of discussion of the problems 
forming the object of the conference. I wished to know 
if we were to consider a particular and transitory 
phase of the reparation problem, such as, for instance, 
a renewal, more or less extended, of the moratorium 
for Germany, which expires at the end of December, 
or if we were to consider the reparation problem in foto 
to solve it integrally and definitively. But since we 
assembled in London, I think we should agree mutu- 
ally and formally not to disperse before accomplishing 
our task, which is to solve in general the reparation 
problems, leaving the task of defining the practical 
terms of the solution to the delegates who are to 
assemble at Brussels or elsewhere. 

All the peoples of Europe await the results of this 
conference with an anxiety which might be called 
anguished, and their anxiety increases from day to 
day because of the economic crisis which is becoming 
more and more acute. Four years after the Armistice, 
the general condition of Europe has not improved. 
It presents two aspects: the ever serious economic 

1 The plan submitted by the Italian Delegation is, as the opening 
paragraph shows, the one of which Signor Mussolini informed the 


London Conference on December 10, 1922, the text having been 


somewhat modified for the Paris Conference.—The Editor. 
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aspect and the political aspect which marks a progress 
toward a return to normal social relations. During 
the years 1919-1920, one might for a time have had 
the impression—because of the communist activities 
in Bucharest and in Munich in Bavaria, the seizure 
of factories in Italy, the Bolshevist offensive against 
Poland, and the numerous disturbances in Ger- 
many—that the wave of communism was seriously 
menacing the whole system of judicial, political and 
economic institutions which form the basis of western 
civilization. Today the danger represented by that 
form of moral epidemic has considerably dimin- 
ished. 

3ut if we wish to avoid a recurrence of this phase 
we must free the economic life of Europe from the 
state of uncertainty in which it has been plunged for 
the last four years, an uncertainty whose effects are 
felt as keenly by the industrial classes as by the 
working classes. 

Che effort made by the Powers to avert the Aus- 
trian catastrophe helps to prove that it would be ex- 
tremely dangerous for all—including the richest 
states on both sides of the Atlantic—to extend 
further the state of economic chaos at present affect- 
ing the greater part of central Europe. 

This state of chaos is the result of post-war policy 
which is dominated by the re paration problem. Italy, 
because of her particularly difficult conditions and 
the heavy sacrifices of men and of wealth that she has 
made, is intensely interested in this problem. 

The Italian Government declare primarily that it 
would be infinitely unjust to effect Germany's recov- 


ery by means of the distress or ruin of France, Italy, 


1 


Belgium and the other Allies 


40 





Is6 


For that reason we cannot ignore the problem of 
the interallied debts in considering the reparation 
question. 

The opinion of the Italian Government, whom | 
have the honor to represent, may be outlined in the 
following terms: 

1. To reject any solution which would be merely 
partial or dilatory. 

2. Absolute impossibility that the Italian Govern- 
ment should waive any part of the total reparation 
due Italy unless an equitable arrangement on the 
part of England of her credits against the Allies 
should permit them to waive, in favor of Germany, 
a proportional amount of the reparation due them. 
The hope of such a settlement is fostered by the high 
and traditional function of equilibrium and modera- 
tion exercised by England in the life of the European 
continent, by the state of mind of certain strata of 
English public opinion, and by the Balfour Note which 
the Italian Government and the Italian people re- 
garded and welcomed as a step toward a radical solu- 
tion of the problem. 

The Italian Government frankly and openly re- 
quest this arrangement on the part of England, in 
consideration of the following points: 

(a) The Italian Government consider that the in- 
terallied debts, as has already been said, are of a 
particular kind and cannot be treated in the same 
way as common debts. 

(6) The British Government and the men most 
eminent in English finance and commerce realize per 
fectly that England cannot exact payment of her 
credits without precipitating the Allies into the abyss 
of political crisis and economic ruin, which would 


] 
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have an immediate and formidable reaction through- 
out the whole of Europe, including England. 

The Italian Government believe that with the ar- 
rangement suggested England could immediately re- 
lieve the economic situation of the Allies and of Ger- 
many, at the same time preventing, in the military- 
political field, the Russo-German alliance already dis- 
cernible on the horizon, which constitutes a formidable 
and not far distant menace to the peace of Europe. 

(c) Regulating the remaining German payments by 
granting a moratorium and by means of a loan to 
Germany according to a method and with guarantees 
to be established later. 

Apart from these general considerations, the Italian 
Government have the honor to submit the following 
suggestions to the consideration of the Allies: 

1. The Allied Governments are agreed to adjust 
the matter of the “C” bonds: 

(a) By applying the value of the State properties 
transferred by Austria and Hungary (Article 208, 
Treaty of St. Germain, and Article 191, Treaty of 
Trianon) ; 

(6) By applying the amount of reparation as fixed 
against Austria and Hungary, over and above the 
value of the properties transferred (Article 179, 
Treaty of St. Germain, Article 163, Treaty of Tri- 
anon); 

(c) By applying the amount representing the repara- 
tion due Bulgaria (Article 121, Treaty of Neuilly); 

(d2) By applying the balances of the different 
credits conceded to Germany by the Reparation 
Commission to be imputed in reduction of her capital 
debt, such as: the value of the ceded State properties; 
the difference between the value credited to Germany 
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for merchant vessels delivered in conformity with 
Annex III and the value debited to the receiving 
Powers (Article 12 of the interallied financial arrange- 
ment of Paris, March I1, 1922); a portion of the 
value of the Saar mines (Article 9 of the same 
arrangement); the value of the submarine cables, 
CLO: ; 

(e) By cancelling a part of the said bonds equal to 
the amount of the debts contracted with Great 
Britain during the war or for the war, by France, 
Italy and other states entitled to reparation, 
and of which Great Britain consents to waive pay- 
ment. 

Out of the eventual surplus no payment shall be 
demanded by any of the Allied Powers except in the 
case that the United States claims payment of the 
debt that Power had contracted during the war or 
for war purposes. 

2. The German reparation debt will, thus, be re- 
duced to the “A” and “B” series of bonds, that is 
50 milliards of gold marks. 

3. A moratorium of two years will be granted to 
Germany for the payment of the 50 milliards of gold 
marks (“A” and “B” bonds). The concession of a 
moratorium is conditional upon the establishment of 
the pledges indicated in the annex. 

4. Germany will contract, with the least possible 
delay, a loan of at least 3 milliards of gold marks, 
of which a part shall be used to stabilize and restore 
the mark, according to the proposals of the economic 
and financial experts convened at Berlin by Chan- 
cellor Wirth. 

The remainder will be divided during the morato- 
rium period among the Allies entitled to reparation, 
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and deducted from Germany’s capital debt, account 
being taken of the fact that the Allies receive this 
payment by anticipation (actual value). 

The German Government undertake to obtain be- 
fore the ....... ....a guarantee from the German 
banks and industries for the placing of a loan of at 
least 3 milliards of gold marks. 

5. Certain revenues of Germany hitherto exempt 
from being used for reparation purposes will be appro- 
priated in guarantee of this loan. 

The Reparation Commission will consent to the 
lenders having a priority charge on these revenues 
(Article 248, Treaty of Versailles). 

6. The Powers entitled to reparation may demand 
that Germany continue the deliveries in kind (coal, 
dyestuffs, etc.) according to the annexes to Part 
VIII of the Treaty of Versailles, under the terms and 
at the prices indicated in those annexes. 

These deliveries in kind will be paid for, to Ger- 
many, out of the share of the loan due yearly to each 
of the receiving Powers. 

7. During the moratorium period the Reparation 
Commission and the Committee of Guarantees, in 
exercise of their powers, reinforced if necessary, will 
make sure that the German Government take all the 
steps necessary to stabilize the value of the mark, to 
carry out the financial reforms required by the Com- 
mittee of Guarantees, to restore equilibrium in the 
budget, suppressing all non-indispensable expenditures 
(particularly those having to do with public works), 
ensuring the greatest possible production from taxa- 
tion and arresting monetary inflation. 

8. When the moratorium period has expired and 
Germany’s credit been restored, the latter will resume 
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reparation payments by means of more extensive 
loans which she now undertakes to contract. 

9. If Germany makes advance payments on the 
amount of her obligations, the instalments which 
Germany may pay will be applied to reducing her 
capital debt discounted at the rate of: 

% if the instalments are paid within a period not to exceed 


10 years; 


( 


® if the instalments are paid within a period not to exceed 
6 years; 


( 


> if the instalments are paid within a period not to exceed 
4 years. 


PRODUCTIVE PLEDGES THAT MAy BE REQUIRED 
OF GERMANY 


1. Maintenance of the control at present exercised 
by the Allies over import and export licenses. 

It is known that this control was to be suppressed, 
according to the Allied agreements, and replaced by 
the supervision of a mixed commission composed of 
German and Allied representatives. 

2. Direct administration of the outer frontier of 
the Rhineland by the Allies. 

This customs belt has already been administered by 
the Allies in the past. The proceeds may be estimated 
between 140 and 180 million gold marks. 

The proceeds in paper marks may be converted into 
gold marks by the office at Ems, which would grant 
export licenses on condition that a part of the foreign 
currency obtained be paid over by the exporter, who 
would be reimbursed by the said office in paper marks. 

3. Control over State enterprises administering the 
private forests of Germany. 


The control to be exercised by the delegates of the 
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Allied Governments or of the Reparation Commission 
would, moreover, render possible a more considerable 
felling of timber, and consequently would permit of 
regular and larger wood deliveries to the Allies under 
the head of reparation. 

4. Control over the production of the State mines 
of the Ruhr. 

Control over the production of the State mines 
would form a guarantee of coal deliveries for repara- 
tion, and would ensure the quantities necessary for 
the Rhineland against the operations of the Reich, 
aiming to provoke an economic crisis in the occupied 


territories. 











IV 


DECLARATION OF MR. BONAR LAW ON THE 
FRENCH PLAN 


(Reprinted from the London Times, January 5, 1923) 


Paris, January 4, 1923 

His Majesty’s Government, after giving the most 
urgent consideration to the French proposals, are 
definitely of the opinion that these proposals, if carried 
into effect, will not only fail in obtaining the desired 
results, but are likely to have a grave and even dis- 
astrous effect upon the economic situation in Europe, 
and in these circumstances they cannot take part in or 
accept responsibility for them. His Majesty’s Gov- 
ernment, at the same time, desire to assure the Gov- 
ernment of the Republic that while they regret ex- 
tremely that there should be an irreconcilable differ- 
ence of opinion on a subject so serious, the feeling of 
friendship on the part not only of the British Gov- 
ernment, but, as I believe, of the British people to- 
wards the Government and people of France remains 


unchanged. 


DECLARATION OF M. POINCARE ON THE 
BRITISH PLAN 


(Reprinted from the London Times, January 5, 1923) 


Paris, January 4, 1923 
The French Government for their part have ex- 
amined very attentively and carefully the British 
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proposals, and the longer they have considered them 
the more they have felt obliged to recognize that the 
proposals would involve, together with a considerable 
reduction of the debt owing to France, the overthrow 
of the Treaty of Versailles, and it is impossible for 
them to accept such a solution. The Government of 
the Republic deeply regret their inability to agree with 
Great Britain on these serious questions, but they 
thank the British Government for their friendly 
statements, and can assure them that, despite this dif- 
ference of opinion, the sentiments of the French Gov- 
ernment and nation toward England remain unchang- 


ingly cordial. 
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APPENDIX 


TEXT OF THE SCHEDULE OF REPARATION 
PAYMENTS PRESENTED TO GERMANY 
BY THE ALLIED POWERS ON 
MAY 5, 1921 


(Reprinted from the New York Times Current History, June, 1921) 


The Reparation Commission has, in accordance 
with Article 232 of the Treaty of Versailles, to define 


the time and manner for securing and discharging the 
entire obligation of Germany for reparation under 
Articles 231, 232 and 233 of the Treaty, as fol- 
lows: 

This determination is without prejudice to the duty 
of Germany to make restitution under Article 238 or 
to other obligations under the Treaty. 

1. Germany will perform in the manner laid down 
in this schedule her obligation to pay the total fixed 
in accordance with Articles 231, 232 and 233 of the 
Treaty of Versailles by the Commission, viz., 132,000,- 
000,000 gold marks less (a) the amount already paid 
on account of reparation; (b) sums which may from 
time to time be credited to Germany in respect of 
state properties in ceded territory, etc.; and (c) any 
sums received from other enemy or ex-enemy Powers 
in respect of which the Commission may decide that 
credit should be given to Germany, plus the amount of 
the Belgian debt to the Allies, the amounfs of these 
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deductions and additions to be determined later by 
the Commission. 

2. Germany shall create and deliver to the Com- 
mission in substitution for bonds already deliv- 
ered or delivered under paragraph 12(c) of Annex 
II, Part VIII, Treaty of Versailles, bonds hereafter 
described : 

(A) Bonds for the amount of 12,000,000,000 gold 
marks. These bonds shall be created and delivered at 
the latest on July 1, 1921. There shall be an annual 
payment from funds to be provided by Germany as 
prescribed in this schedule in each year from May 1, 
1921, equal in amount to 6 per cent. of the nominal 
value of the issued bonds, out of which there shall be 
paid interest at 5 per cent. per annum, payable half- 
yearly on the bonds outstanding at any time, and the 
balance to a sinking fund for redemption of bonds by 
annual drawings at par. These bonds are hereinafter 
referred to as bonds of Series “A.” 

(B) Bonds for‘a further amount of 38,000,000,000 
gold marks. These bonds shall be created and de- 
livered at the latest on November 1, 1921. There 
shall be an annual payment from funds to be provided 
by Germany as prescribed in this schedule in each 
year from November I, 1921, equal in amount to 6 
per cent. of the nominal value of the issued bonds, out 
of which there shall be paid interest at 5 per cent. per 
innum, payable half-yearly, on the bonds outstanding 
at any time and the balance to a sinking fund for the 
redemption of the bonds by annual drawings at par. 
These bonds are hereinafter referred to as bonds of 
Series “B.” 

(C) Bonds for 82,000,000,000 gold marks, subject 
to such subsequent adjustment by creation or can- 
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cellation of bonds as may be required under the first 
paragraph. These bonds shall be created and de- 
livered to the Reparation Commission, without cou- 
pons attached, at the latest on November I, 1921. 
They shall be issued by the Commission as and when 
it is satisfied that the payments which Germany is 
required to make in pursuance of this schedule are 
sufficient to provide for the payment of interest and 
sinking fund on such bonds. There shall be an annual 
payment from funds to be provided by Germany as 
prescribed in this schedule in each year from the date 
of issue by the Reparation Commission equal in 
amount to 6 per cent. of the nominal value of the issued 
bonds, out of which shall be paid interest at 5 per cent. 
per annum, payable half-yearly, on the bonds out- 
standing at any time, and the balance to a sinking 
fund for redemption of the bonds by annual drawings 
at par. The German Government shall supply to the 
Commission coupon sheets for such bonds as and when 
issued by the Commission. These bonds are herein- 
after referred to as bonds of Series “C.” 

3. The bonds provided for in Article 2 shall be 
signed by the German Government as bearer bonds, 
in such form and in such denominations as the Com- 
mission shall prescribe for the purpose of making 
them marketable and shall be free of all German 
taxes and charges of every description, present or 
future. 

Subject to the provisions of Articles 248 and 251, 
Treaty of Versailles, these bonds shall be secured on 
the whole assets and revenues of the German Empire 
and the German States, and in particular on the assets 
and revenues specified in Article 7 of this schedule. 
The service of bonds “A,” “B,” and “C” shall be a 
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first, second and third charge, respectively, on said 
assets and revenues, and shall be met by payments to 
be made by Germany under this schedule. 

4. Germany shall pay in each year until the re- 
demption of bonds provided for in Article 2 by means 
of a sinking fund attached thereto: 

(1) The sum of 2,000 000,000 gold marks; 

(2) (a) A sum equivalent to 25 per cent. of the 
value of her exports in each period of twelve 
months, starting from May 1, 1921, as deter- 
mined by the Commission, or 

(6) alternately an equivalent amount as fixed 
in accordance with any other index proposed 
by Germany and accepted by the Commission ; 

(3) A further sum equivalent to I per cent. of the 
value of her exports, as above defined, or, alterna- 
tively, an equivalent amount fixed as provided in 
Article 2, paragraph (B) above. Provided always 
that when Germany shall have discharged her obli- 
gations under this schedule, other than her liability 
in respect of outstanding bonds, the amount to be 
paid in each year under this paragraph shall be re- 
duced to the amount required in that year to meet 
the interest and sinking fund on the bonds then out- 
standing. 

Subject to the provisions of Article 5, the payments 
to be made in respect of paragraph (1) above shall be 
made quarterly on or before January 15, April 15, 
July 15 and October 15 each year, and payments in 
respect of paragraphs (2) and (3) above shall be made 
quarterly on or before February ES, May [5, August 
15 and November 15 and calculated on the basis 
of exports in the last quarter but one preceding 
that quarter, the first payment to be made on or 
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before November I5, 1921, to be calculated on the 
basis of exports in the three months ending July 31, 
I9g2I. 

5. Germany shall pay within twenty-five days from 
this notification 1,000,000,000 gold marks, in gold or 
approved foreign currencies or approved foreign bills 
or in drafts at three months on the German Treasury, 
endorsed by approved German banks and payable in 
pounds sterling in London, in francs in Paris, in dol- 
lars in New York or any currency in any other place 
designated by the Commission. These payments will 
be treated as the two first quarterly instalments of 
payments provided in Article 4, paragraph (1). 

6. The Commission will, within twenty-five days 
from this notification, in accordance with paragraph 
12(a), Annex II, of the Treaty as amended, establish a 
special sub-commission to be called the Committee of 
Guarantees. The Committee of Guarantees will con- 
sist of representatives of the Allied Powers now repre- 
sented on the Reparation Commission, including a 
representative of the United States in the event of 
that Government desiring to make an appointment. 
[he Committee shall comprise not more than three 
representatives of nationals of other Powers whenever 
it shall appear to the Commission that a sufficient 
portion of the bonds to be issued under this schedule is 
held by nationals of such Powers to justify their rep- 
resentation on the Committee of Guarantees. 

7. The Committee of Guarantees is charged with 
the duty of securing the application of Articles 241 
and 248 of the Treaty of Versailles. 

It shall supervise the application to the service of the 
bonds provided for in Article 2 of the funds assigned 
as security for the payments to be made by Germany 
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under Article 4. The funds to be assigned shall 
be: 

(a) The proceeds of all German maritime and land 
customs and duties, and in particular the proceeds 
of all imports and export duties; 

(b) Proceeds of a levy of 25 per cent. on the value 
of all exports from Germany except those exports 
upon which a levy of not less than 25 per cent. is 
applied under legislation referred to in Article 9; 

(c) The proceeds of such direct or indirect taxes or 
any other funds as may be proposed by the German 
Government and accepted by the Committee of Guar- 
antees in addition to, or in substitution for, the funds 
specified in (a) or (6) above. 

The assigned funds shall be paid to the accounts to 
be opened in the name of the Committee and super- 
vised by it in gold or in foreign currencies approved 
by the Committee. The equivalent of the 25 per cent. 
levy referred to under (6) of the preceding paragraph 
shall be paid in German currency by the German Gov- 
ernment to the exporter. 

The German Government shall notify to the Com- 
mittee of Guarantees any proposed action which may 
tend to diminish the proceeds of any of the assigned 
funds and shall, if the Committee demands it, substi- 
tute some other approved funds 

The Committee of Guarantees shall be charged 
further with the duty of conducting on behalf of the 
Commission the examination provided for in para- 
graph 12(b) of Annex II to Part VIII of the Treaty of 
Versailles, and of verifying on behalf of the Commis- 
sion and, if necessary, of correcting the amount de- 
clared by the German Government as the value of 


German exports for the purpose of calculation of the 
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sum payable in each year or quarter under Article 
4, paragraph (2), and the amounts of the funds as- 
signed under this Article to the service of the bonds. 
The Committee shall be entitled to take such mea- 
sures as it may deem necessary for the proper dis- 
charge of its duties. 

The Committee of Guarantees is not authorized to 
interfere in the German administration. 

8. In accordance with paragraph 19, clause 2 of 
Annex II, as amended, Germany shall on demand, 
subject to prior approval of the Commission, provide 
such material and labor as any of the Allied Powers 
may require toward restoration of the devastated 
areas of that Power, or to enable any Allied Power to 
proceed with the restoration or the development of 
its industrial or economic life. The value of such 
material and labor shall be determined in each case 
by a valuer appointed by Germany and a valuer ap- 
pointed by the Power concerned and, in default of an 
agreement, by a referee nominated by the Commis- 
sion. This provision as to valuation does not apply to 
deliveries under Annexes III, IV, V and VI to Part 
VIII of the Treaty. 

g. Germany shall take every necessary measure of 
legislative and administrative action to facilitate the 
operation of the German Reparation (Recovery) Act 
of 1921 in force in the United Kingdom and of any 
similar legislation enacted by any Allied Power so 
long as such legislation remains in force. 

The payments effected by the operation of such leg- 
islation shall be credited to Germany on account of 
payments to be made by her under Article 4, para- 
graph (2). The equivalent in German currency shall 


be paid by the German Government to the exporter. 
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10. Payment for all services rendered, all deliveries 
in kind and all receipts under Article 9 shall be made 
to the Reparation Commission by the Allied Power 
receiving the same in cash or Current coupons within 
one month of the receipt thereof and shall be credited 
to Germany on account of payments to be made by 
her under Article 4. 

11. The sum payable under Article 4, paragraph 
(3), and any surplus of receipts by the Commission 
under Article 4, paragraphs (1) and (2), in each year 
not required for payment of interest and sinking fund 
on bonds outstanding in that year, shall be accumu- 
lated and applied so far as they will extend, at such 
times as the Commission may think fit, by the Com- 
mission in paying simple interest not exceeding 21% 
per cent. per annum from May I, 1921, to May 1, 
1926, and thereafter at a rate not exceeding 5 per cent. 
on the balance of the debt not covered by bonds then 
issued. The interest on such balance of the debt shall 
not be cumulative. No interest therefor shall be pay- 
able otherwise than as provided in this paragraph. 

12. The present schedule does not modify the pro- 
visions for securing the execution of the Treaty of 
Versailles which are applicable to the stipulations of 


the present schedule. 





